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GO YOUR OWN WAY: REPORTING OF FUNDRAISING IN AUSTRALIAN 
CHARITY FINANCIAL STATEMENTS 
 
Abstract 
Australian charities are facing increased public scrutiny of their financial reports, which will 
now be submitted to the national regulator, the Australian Charities and Not-for-profits 
Commission. Some may wish to use reports to create so-called ‘fundraising efficiency 
league tables’. This article seeks to provide a description of current best practice in 
fundraising financial reporting by examining annual reports that have been recognised with 
industry awards. We find a wide variation in how terms have been used, with no patterns 
discernible. Moreover, reporting is influenced by regulatory requirements in the relevant 
jurisdiction. It is unlikely that league tables will be meaningful if constructed from charities’ 
current annual financial statements. (108 words) 
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Introduction 
Australian charities are facing increased scrutiny of their financial reports which will now be 
collected by a national regulator, the Australian Charities and Not-for-profits Commission 
(ACNC) and available to the public through a searchable internet database. Even if the new 
government’s promise to abolish the ACNC is implemented, others are likely to fill the gap 
(Rittelmeyer 2014), meaning that reports will still be lodged and published. 
Under the rhetoric of transparency and accountability there is a notion that such a scheme 
allows effective scrutiny of financial reports by stakeholders (Breen 2013; Calabrese 2011). 
The common assumption is that the model of public company accountability, evidenced by 
an audited annual financial report prepared in accordance with Australian Accounting 
Standards, will provide a measure of the organisation’s fidelity to purpose and also allow an 
assessment of its efficiency and effectiveness by comparison to market competitors 
(Connolly et al. 2013; Szper & Prakash 2011; Calabrese 2011; Van Staden & Heslop 2009). 
Another underlying assumption is that interested stakeholders will expend the time and 
resources to consider the information and act accordingly (Cnaan et al. 2011; Tinkelman & 
Mankaney 2007). The expectation appears to be that an active and informed public forum or 
market will be created, along the lines of the ASX market for listed companies, with its 
accompanying trade media and analysts providing low cost, timely and accessible 
commentary on companies’ performance (Gordon et al. 2009, Strategy Unit 2002; Sargeant 
et al. 2009). The beginnings of such markets in the not-for-profit sphere are emerging 
overseas in the form of internet databases of financial information, such as Guidestar 
(www.guidestar.com), Charity Navigator (www.charitynavigator.org), and BBB Wise 
Giving Alliance www.bbb.org/us/charity/. 
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Whilst comparisons of audited financial statements have a role to play, public company 
models of financial ratio metrics may produce unreliable measures of the performance of 
charities, due to a lack of generally accepted definitions of what constitutes charitable 
activities, administration or fundraising, and a range of other exogenous factors including 
the lack of a common approach to allocating joint costs (Yetman & Yetman 2013; 
Tinkelman 2009; Lee 2003; Sargeant et al. 2008; Hager 2003). 
Metrics commonly used in public company accounting are driven by a cost of goods sold 
model. The model requires identifiable goods, direct costs incurred in acquiring those goods, 
and a subsequent sale – resulting in a gross profit figure. Using this approach, the belief is 
that actual and potential stakeholders seek information about the cost of goods sold, that is 
the cost of acquiring and administering their contribution to charities. This is intensified by 
inherent information asymmetries between charities and donors, causing donors to attempt 
to satisfy themselves that they are not being cheated without incurring significant costs of 
monitoring their donations (Hansmann 1987; Sloan 2009). 
Overhead Ratios commonly refer to two ratios: one, a ratio of the costs of delivering 
charitable or program services to total costs, is the Administration Cost Ratio; the other is 
the cost of providing administration or support services as a percentage of total costs. Then 
there is the Fundraising Cost Ratio, the cost of raising funds as a percentage of the total 
value of funds raised (Hager & Greenlee 2004). 
The problems with obtaining the data necessary to generate these ratios are well documented 
(Connolly & Hyndman 2013; Glassman & Spahn 2012; Kilcullen et al. 2007; Hager 2003) 
but in Australia these are exacerbated by Australian Accounting Standards which are sector-
neutral and do not mandate segment reporting, fund or activity-based accounting for not-for-
profit entities and whose reporting systems might facilitate such calculations (Dellaportas et 
al. 2012). Further, in Australia, unlike many other developed countries, there are no 
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generally agreed standards of practice or standardised regulatory accounting practices to 
guide reporting of fundraising in financial accounts (Palmer 2013; Ryan & Irvine 2012; 
Kilcullen 2011).1 
Stakeholders such as the public (through governments which provide taxation benefits, 
concessions and grants), donors, volunteers and members are allegedly interested in whether 
the concession or benefit was employed for the purposes for which it was given. These 
assumptions find expression in a hankering for assurance that the charities’ resources are not 
being wasted on unnecessary expenses for administration or fundraising costs (Johns & 
D’Cruz 2006). However, individual members of the public are reluctant to expend 
significant resources on monitoring, whereas powerful stakeholders demand information, 
but at the cost of the not-for-profit organisation (Alchian & Demsetz 1972).  
The demand for this kind of information in the US has led to the rise of charity rating 
agencies that publish internet databases largely using digitised data from the IRS (the US tax 
agency). For little or no charge, donors can search for a charity and find its ratings, based on 
Conversion ratios including its Overhead and Fundraising ratios. Commonly used 
Conversion ratios include (Szper 2013; Tinkelman & Mankaney 2007; Gordon et al. 2009; 
Trussel 2003; Jones & Roberts 2006; Krishnan et al. 2006; Keating et al. 2008): 
 Overhead ratio (cost of administration and fundraising as a percentage of total costs); 
 Charitable activity ratio (costs of charitable activity as a percentage of total costs); 
 Administration cost ratio (administration costs as a percentage of total costs); 
 Fundraising ratio (fundraising costs as a percentage of funds generated). 
In the UK, the Charity Commission mandates the production of the Statements of Financial 
Affairs (SOFA) of registered charities in accordance with Statement of Recommended 
Practice (SORP) (Charity Commission of England and Wales 2005). SOFA includes the 
disclosure of income from activities for generating funds and costs of generating voluntary 
 6 
 
income, and some critics argue that these requirements no longer respond to the alleged 
public demand for information about fundraising ratios (Connolly et al. 2013). In Australia 
such regulation of fundraising by charities is undertaken by State and Territory based 
regulators. This is different from the situation in the UK where the Charity Commission is 
able to mandate the form of the reporting and disclosure of the financial transactions 
associated with fundraising activity. 
In New South Wales, registered charities licensed to conduct fundraising appeals in that 
state are required, as a condition of their licence, to publish a Note to Account which 
summarises the income and expenditure of each fundraising appeal conducted during the 
financial year (Charitable Fundraising Act 1991 (NSW)). These disclosures are designed to 
allow calculation of the proportion of the expenses associated with a fundraising appeal (i.e. 
for donations only, without any associated supply of goods or services).2  
A recent survey of charity CFOs found they ranked program accountability (89.1%) ahead 
of fiscal accountability (72.8%) (Dellaportas et al. 2012, 247); an earlier review found 
disclosure of fundraising costs in charity annual reports declined from 59% in 2001 to 40% 
in 2004 (Givewell, 2005). The use of these ratios is increasingly being questioned as they 
are considered unreliable measures of performance (Szper & Prakash 2011). Of even more 
concern, they may precipitate managerial behaviours that could be deleterious to the longer-
term sustainability of not-for-profit organisations (Cordery & Sinclair 2013; Glassman & 
Spahn 2012; Tinkelman 2009; Gregory & Howard 2009).   
Another way in which charities respond voluntarily to this demand for financial information 
about fundraising is by publishing and distributing annual reports to their stakeholders, 
providing either full financial statements or summarised financial information (Flack 2007; 
Lee 2004; Hodges et al. 2002; Dellaportas et al. 2012). The way in which financial 
information is disclosed in the annual reports of charities is likely to be influenced both by 
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government regulation and by pressure to comply with best practice. In the absence of a 
common definition of fundraising, or accounting standards that specifically address it, there 
must be some doubt about whether the disclosures about fundraising in charity annual 
reports are comparable and therefore comprise a useful response to the alleged demands of 
stakeholders. 
Research Method 
In order to identify best practice in the reporting of fundraising in the annual reports and 
annual financial statements of charities, a purposive sample of the annual reports of charities 
that received awards in 2012 or 2013 from the Annual Report Awards or from the PwC 
Transparency Awards was examined. The Annual Report Awards, established in 1950, are 
run by Australasian Reporting Awards Limited, an independent not-for-profit organisation 
supported by volunteer professionals from the business community and professional bodies 
concerned about the quality of financial and business reporting. The objectives of the 
Awards include the promotion of excellence in reporting through the publication of 
informative and factual reports.3 Award winners in 2013 included entries from a wide range 
of industries and sectors. The PwC Transparency Awards were introduced to Australia in 
2007 to recognise the quality and transparency of reporting in the not-for-profit sector. The 
concept originated in the Netherlands where they were introduced by the local PwC firm in 
2004 and they have subsequently been introduced to other countries including Australia.4  
 
Thirteen reports were randomly selected from the 46 prize winners, while ensuring a 
reflection of the proportion of the actual number of charities in state jurisdictions (Council 
of Australian Governments 2013) (five from New South Wales, four from Victoria, two 
from Queensland and one from each of South Australia and Western Australia). All were 
legally recognised charities registered with the ACNC, with income in excess of a million 
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dollars. There were 12 companies limited by guarantee, and one incorporated association. 
There is no useful purpose in including the names of the organisations in this article, 
however all annual reports in the sample are publicly available. 
 
The line description on the face of the Statement of Comprehensive Income and the notes to 
the accounts, detailing revenue and expenditure, were examined; the exact terms used in the 
line descriptions were recorded and the incidence of the use of each term was noted. Where 
the descriptions were the same or very similar, the incidence of the term was added; where 
the terms were different or the combination of terms on one line was different, the lines were 
counted as two different lines. 
Findings 
We found that no two sets of fundraising income and expenditure disclosures in the annual 
reports or annual financial statements of the 13 charities in the sample were calculated and 
disclosed in the same way. Two charities did not use the term fundraising in their financial 
statements at all, although both these organisations’ annual reports contained commentary 
describing fundraising activities in the reporting year. For example, one charity's annual 
report contained acknowledgments of the contributions of donors and the efforts of 
volunteers involved in a variety of roles including: ‘serving in cafes shops and fundraising’ 
including $54,000 from an auxiliary and ‘stall fundraising’ proceeds of $15,770, but did not 
mention fundraising income or similar in its financial statements. 
In the 11 reports that did disclose transactions that could reasonably be said to be 
fundraising, a total of 34 different terms or combinations of terms were used. The terms that 
recurred most were: Trust/Foundation/Grant Income (five times): Fundraising Appeals (four 
times): and Bequests (three times).  
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The term fundraising was used on its own in three of the reports, but a further six used it in 
combination with other terms to disclose income. The following line descriptions were used: 
 Fundraising and donations; 
 Fundraising appeals; 
 Fundraising appeals and events; 
 Marketing and fundraising; 
 School fundraising; 
 Community fundraising. 
Similarly, the term Donations occurred seven times, however in all but one report it was 
aggregated in other terms such as Bequests, Donations and Fundraising, Direct Marketing 
and Donations, Donations and Appeals, Fundraising and Donations, In Memoriam 
Donations, making it difficult to compare the disclosures accurately. 
Other line descriptors that might be regarded as fundraising, or ‘an appeal for support’ in 
some Australian jurisdictions, and which describe a class of income included: 
 Lotteries; 
 Merchandising sales; 
 Royalty and trademark revenue; 
 Op shop sales; 
 Sponsorships. 
Disclosures of fundraising expenditure were less common. Three of the 11 reports had a 
simple fundraising line in their disclosures and only one of these three had a simple 
fundraising class of income to which it could be compared. Four of the 11 reports that did 
disclose fundraising income of some type did not disclose any associated fundraising 
expenses. Three of the five NSW charities that made disclosures as required by the 
Charitable Fundraising Act 1991 and Conditions of Licence, used the term ‘Fundraising 
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appeals’ and differentiated these disclosures from fundraising in general. Two NSW 
charities that made disclosures in accordance with the Charitable Fundraising Act did not 
make disclosures in their financial statements in respect of fundraising or appeals 
expenditure in ways that allow the matching of income and expenditure from appeals. One 
listed all their types of fundraising in the prescribed disclosures, including classes of 
fundraising that are excluded from the provisions of the NSW Act, such as appeals within 
churches and Op shop revenues. 
Examples of line descriptions for expenditure that might be attributable in part to 
fundraising included: 
 Marketing and communications; 
 Fundraising and Communications; 
 Media, Communications and Marketing; 
 Community education. 
Discussion 
The examination of the disclosures of fundraising in this sample of award-winning annual 
reports by charities reveals no evidence of a common, best practice approach to the 
classification and disclosure of fundraising income or expenditure in their annual reports. 
The way in which some charities in the sample used the term fundraising in a separate line 
of account immediately followed or preceded by donations or bequests, or in a list with 
sponsorships, grants from philanthropic trusts and other types of income-generating 
activities, suggests that, for some preparers, fundraising is used to describe income from 
community fundraising activities (fetes, fairs, stall sales, raffles, etc.), and does not include 
donations, bequests, commercial sponsorships and grants from philanthropic trusts. Instead, 
these are listed separately in various combinations. The various ways in which the income 
and expenses from different fundraising activities are disclosed in these financial statements 
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is likely to be influenced in part by the fundraising regulation in the states in which the 
charities have their fundraising activities. All Australian states and the Australian Capital 
Territory regulate various kinds of fundraising and require certain financial records be kept 
of those activities. Those parts of the charts of account of charities that deal with fundraising 
income and expenditure in each jurisdiction are likely to reflect the requirements for 
recording and reporting of those activities in that state. For example, unsolicited donations, 
membership fees and bequests are not included in the NSW definition of a ‘fundraising 
appeal’, but in Queensland these are included in ‘Appeals for support’. Charities operating 
in multiple jurisdictions may not be able to comply with all the different classifications of 
fundraising income and expenditure using the same chart of accounts. 
The financial statements of the sample of charities with their head office in NSW all referred 
in some way to the requirements of the Charitable Fundraising Act 1991 and the Office of 
Charities Fundraising Authority Conditions, but the way in which each charity addressed 
those requirements in their disclosures varied. Section 5 of the Act, defines a ‘fundraising 
appeal’:  
(1) For the purposes of this Act, the soliciting or receiving by any person of any 
money, property or other benefit constitutes a fundraising appeal if, before or in the 
course of any such soliciting or receiving, the person represents: 
(a) that the purpose of that soliciting or receiving, or 
(b) that the purpose of an activity or enterprise of which that soliciting or 
receiving is a part, 
is or includes a charitable purpose. 
(2) It does not matter whether the money or benefit concerned is solicited or 
received: 
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(a) in person or by other means (such as by post, telephone or facsimile 
transmission), or 
(b) as a donation or otherwise (such as by participation in a lottery, art union 
or competition; by sponsorship in connection with a walkathon, telethon or 
other similar event; in connection with the supply of food, entertainment or 
other goods or services; or in connection with any other commercial 
undertaking). 
However section 5 also states that the following activities do not constitute a fundraising 
appeal for the purposes of the Act: 
(a) a request for, or the receipt of, an amount required in good faith as the fee for 
renewal of membership of an organisation, 
(b) an appeal by an organisation to (or the receipt of money or a benefit from) 
members of the organisation, 
(c) a request that any property be devised or bequeathed, or the giving of any 
information as to the means by which any property may be devised or 
bequeathed, 
(d) an appeal conducted exclusively or predominantly among persons sharing a 
common employer or place of work by one of those persons (being an appeal for 
a charitable purpose connected directly with another of those persons or any such 
other person’s immediate family) and the receipt of money or a benefit from any 
such appeal, 
(e) an appeal to (or the receipt of money or a benefit from) any Commonwealth, 
State or local government authority, 
(f) anything prescribed by the regulations. 
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Therefore some activities that will be included in accounting calculations of ‘fundraising’ do 
not constitute a ‘fundraising appeal’ for the purposes of the note to the accounts required by 
the fundraising licensing conditions in NSW. 
One charity in the sample which operates in several states, but has its head office and is a 
registered charity in NSW, did not include notes to account in the form required by the NSW 
legislation, instead including the following note: ‘Various fundraising activities were 
conducted during the year including appeals, regular giving, major gifts and corporate 
partnerships’. This organisation appears to treat ‘appeals’ somewhat differently from the 
other designations of fundraising income listed, and may not consider their appeals to fulfil 
the criteria of a (public) appeal.  
It was apparent from the disclosures that there were different interpretations of the NSW 
requirements. From the evidence available it is possible that the differing interpretations of 
the requirements stem from a lack of clarity about the differences between ‘appeals’ (the 
focus of the regulation) and ‘fundraising’. 
Summary of findings 
In the annual reports and annual financial statements of the 13 charities in the sample, there 
were 28 different terms used as line descriptions for fundraising income including 12 
individual named appeals describing the event, and six different line descriptions used to 
describe fundraising expenses. Two contained no disclosures of fundraising revenue and 
three had no fundraising disclosures. The following table shows the different line 
descriptions used and their frequency in the financial statements of the sample charities. 
Income descriptions Count
No reference to fundraising 2 
Fundraising 1 
Fundraising appeals 4 
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Fundraising and donations 1 
Fundraising appeals and events 1 
Marketing and fundraising 1 
School fundraising 1 
Community fundraising 1 
Donations 2 
Donations and Bequests 2 
Bequests 3 
Lotteries 1 
Merchandising sales 1 
Royalty and trademark revenue 1 
Op shop sales 1 
Sponsorships 1 
(Grants from) Trusts and Foundations 5 
Named appeals (e.g., Fun Run) 12 
  
Expense descriptions   
Fundraising 1 
Fundraising Appeals 3 
Marketing and communications 1 
Fundraising and communications 2 
Media, Communications and Marketing 1 
Community education 2 
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Those charities in the sample that used the term ‘fundraising’ in their annual reports differed 
in their interpretations of the kinds of activities that were included under that heading. Some 
differences in the way of disclosing fundraising income and expenditures would likely result 
from the way preparers of annual reports interpret ‘fundraising’ under regulatory definitions 
of activities in the applicable state jurisdiction. 
A majority of those charities in the sample that have their principal office in NSW, made 
disclosures to comply with the NSW fundraising licensing conditions, but interpreted the 
requirements in different ways. The evidence suggests that the term ‘fundraising appeals’ 
and the differences between it and what was locally understood to be included in the term 
‘fundraising’ were not well understood.  
Implications 
Since all the charities in the sample had voluntarily submitted their annual reports to either 
or both of the annual reporting awards schemes, and had received awards, it is reasonable to 
assume that the leadership of those charities believed they were aspiring to ‘best practice’ in 
accountability and were so judged by competent assessors. The fact that there is no common 
approach to fundraising disclosures among the sample suggests that despite their efforts to 
be accountable, there is little authoritative guidance for those preparing the statements. 
There is no clear guidance from accounting standards or accounting practice either, as 
evidenced by the disparate practices in disclosing fundraising income and expenditure in the 
sample – this, despite all of these annual financial statements having been audited by 
external auditors, including several major Australian auditing firms, and all except one (a 
special purpose report of an incorporated association) having been prepared to ‘general 
purpose’ (the highest) standards.  
We find that the use of the term fundraising in the accounts of those that use it in this sample 
of charities, is inconsistent, which is not surprising, given that there is no generally accepted 
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definition of the term in Australia – in law, accounting or otherwise. There is no reason to 
believe that these findings would be unrepresentative of a multiplicity of practices in the 
accounts of fundraising charities in Australia. The variations in the use of the term 
fundraising are at least in part due to inconsistency in the regulation of charitable 
fundraising by Australian states and territories. The evidence from the international 
scholarly literature suggests that Australia does not face this problem alone (Ayer et al. 
2009; Breen 2013; Connolly & Hyndman 2013; Cordery & Baskerville 2007; Froelich et al. 
2000; Szper & Prakash 2011).  
The way fundraising income and expenditure figures are disclosed by each of the charities 
sampled here may be useful in inter-period comparisons within each charity (given 
consistent allocations). In turn, this may well be useful for decision making by their 
governing bodies, and donors who are interested in this type of measure. However, without a 
common approach to fundraising disclosures in annual reports and annual financial 
statements, the disclosures of fundraising income and expenditure are not suitable for use in 
inter-firm comparisons. There is no reason to believe this ‘best practice’ sample would 
betray more inconsistency than the majority of registered charities, raising the question of 
how reliable the annual financial statements on the ACNC register will prove as sources of 
accurate and comparable information about the fundraising, for charity rating agencies, or 
for interested members of the public. It is even more concerning that commentators and 
media will rush to generate league tables and ascribe ratings when it is not currently suitable 
for such use.  
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